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Energy Efficiency Background

A Investmentan energy efficiency alloBPA toavoid having to buy more expensive
power and additional transmission assets to deliver that power.

A Investments in energy efficiency represent the least cost resource. EE is less than
half the cost of the next least cost generating resource tevalizedlifecycle
basis.

A BPA usets EE investments as a power resource in atggrated resource
planning process.

A TheNorthwest Power Act estainAshed the Northwe§t Power Planning Cpuncil who
preparesa20e SI NJ L2 g SNJ LJ |y SIS NZEactipns.e SI NB ¢

A .t! KFa GF 1Sy NBaLRyaArAoAtAde 2 I OKAS
efficiency targets (42%).

A BPA sets annual goals to achieve the oversit& power plan target.
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BPA and the Power Plan

A Since 2010, BPA has been operating againstthecsverPlan.TheSixth Plan
called for 504 aMW fron20102014, nearly doubling the"sPlan targets.

A BPAand Public Power met the\gear targets set forth in thetsPlan.
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A The Seventh Plan is still pending and presents a significant unknown.

A We are committed to the out year goals in thé Blan until the ? Plan is
approved in December 2015.
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6th Plan Annual Savings Goals
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mmmmm 6th Plan Annual Goals e BPA Achievements

504 aMW Goal
595 aMW Achieved

BPA Share - 42% of regional target
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Sources of Energy Savings

Source BPA Description
Funding?

Programmatic V/U
Savings

Momentum \%
Savings

Market V
Transformation

Federal U
Standards
Adjustment

Baseline U
Adjustment

2014 INTEGRATED PROGRAM REVIEW 2

Savings from discrete projects and programs, reportes
BPA from customer utilities.

Momentum Savings are all energy savings above the
[ 2dzy OAf LIX Yy o0l aStAyS od
energy efficiency programs or NEEA investment.

Savings driven by holistic market development activiti
that shift product/technology availability.

Savinggesulting from a federal standard that was not
accounted for during Power Plan development.

Changes to the Power Plan baseline informed by mar
data.
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Notable Context

A Momentum savings isignificantly higher thaexpected.

w The new 7th Plan baseline may impact the amount of momentum savings going
forward.

A Selffunding has exceedeexpectations.

w FY 201214 delivery equated to slightly more than 29% of total programmséieings.

w 39 of 133 (29%) customers s&lhded for at least one year duririy 201214,

A Several areas exceeded forecasts but are moving into the 7thbRiseline.
w Some Commercial Lighting
w TVs
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Looking Forward; Interim Goals

A The 6th Plan anticipated 400 aMW 2@2817*. BPA targets will not be finalized
until 7" Plan publication, expected late in 20 BPA will asseg®rformance
against7!" Plan targets when available, identifying necessary adjustments.

2015 2016 2017 Total

BPA-Funded Programmatic Savings

Utility-Funded Programmatic 16 15 16 48
Market Transformation (NEEA)** 6 6 3 16
Momentum Savings — mid-range estimate 48 50 49 146

Federal Standards Adjustment

Total Annual Savings™” -m“-m“

F t dzoft A O -shargdliadaiién off6RlanFigures
** |Includes NEEA net market effects over the Sixth Plan Baseline. OtherfieEAd savings are included Momentum savings.
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Energy EfficiencZost Trends An&unding Needs

Cost Calculations for Programmatic Savings

BPA calculates programmatic savings cost based on historical reporting and cost forecasts.
| dINNBy (i SadAaylriSa ada3asadag .t! Qa O02aida F2N
roughly $1.7 million per aMW in the near term (inclusive of performance payments).

Current CIR funding levels are estimated as sufficient to achieve programmatic savings,
assuming the migange estimate of momentum savings is realized.

Funding Needs for Savings Acquisition “

A
A

>

CIR Total Budget ($M) 94.8 97.6
BPA-Funded Programmatic Target (aMW) 46 47
Assumed Cost per aMW ($M/aMW for utility payment only) 1.7 1.7
Calculated EEI Needed ($M) 78.2 79.4
BPA Managed Funding Needed ($M) 14.2 15.7
Calculated Total Capital Needed ($M) 924 95.1

Difference Between CIR and Calculated Budget ($M) ““
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Cost Reduction Option

Change ratio of BRfunded to selffunded savings from 75/25 t60/30.
Programmatic Savings FundiAgproach.

w BPA currently budgets to acquire 75% of the programmatic savings target,
covering the cost of Energy Efficiency Incentives andrB&#agedorograms.

w Ultilities, on aggregate, are expected to deliver 25% of the programmatic
savings target through utilitgel+funding.

w Current construct has been successful, with self funding meeting or exceeding
expectedaMW targets.

w However, only 29% of utilities participated in skelhding energy efficiency
savings during at least one year between 2012 2014.

Potential Cost Impact: Reduces EEI costbhy sillionin FY 201&nd $ million
in FY 2017.

Risks
w No specific obligations teelffund.
walyeé FFIOlU2NER o0Seé2z2yR .t ! ®a7taogetylike®of ¢
impact overall sefunding).
w Time lag in ability to courssorrect.
w Increasing self funding increases fiskachievement of programmatgavings.
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Risk Going Forward

7T Plan is a significaninknown.
Plan may shift mix of savings types and costglired.
w Increased targets could require increased program scopebaddets.
w Decreased targets could require decreased program scopdadaget.
Seltfunding accomplished by a small number of utilities, mdstige.

w A change in performance by any of these utilities could dramatically impact
achievement.

A Decreasing potential could reduc®37targets(20% reduction 201415
biennium), which could impact regionathievements.

>

>
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IPR SPENDING LEVELS
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IPR Spending Levels Objective and Background

Objective
A To discuss and receive feedback on the following requests from customers:
At NPOARS | RRAGA2Y LI 20Aaniflisruniditlibitéd 2educt®ryand it ¢ S
intended use in future rate periods.

AQEI YAYS . t lrélaled &dfeNsELinytlye $01617 rate period and look for
20KSN) 2LILI2 NI dzyAGASa (G2 NBRdAzOS . t! Qa NB

Background

A For the2014IPR process, BPA revised its approach for developing initial spending levels.
Spending levels are:

A Based on actual spending, as opposed to prior year budgets.
A More strategic in nature planningpool concept.
A More internally scrutinized priaio public release.

A The new spending level development processultedin $13 million in annuakductions
when compared to the prior method.

A As part the undistributed reductions, BPA inclu&a® million in additional reductions that
account for historical underspending.

2014 INTEGRATED PROGRAM REVIEW 2 14



B O N N E V | L L E P O W E R A D M I N I S T R A T I O N

Undistributed Reduction Method

As described in the IPR InitRdiblicationd LJF 3S MHUO X a.t! KIFa Ay NS O S
dzy RSNBLISY(d 6KIFIG ¢F & Lz Ayd2 NIXaGaSa |a | 3 K 2§
To account fosystematic under spending in IPR prograBRAassignedan undistributed

reduction to each planning pooChief Operating Officer, Deputy AdministratBgwer, and
Transmission).
The steps used to determine the undistributed reduction amounts were as follows:
w FY2010through FY2012planning pool underspending was reviewed
w Based on the data, FY 2011 was chosen as the base year since it was the most conservative.
w 80% of the total FZ011underspending ($4.7 million) wasisedin calculating undistributed
reductions and allocateddetweenthe planning pools:
i $5 million to Power
I $2.1million to Transmission
i $3.8 million tothe Chief Operatingfficer
i $3.8 million to the DeputAdministrator
w Chief Operating Officer and Deputy Administrgboolsare allocated to Power (48%) and

Transmission (52%) resulting$3.6 millionbeing allocatedo Power and $4.0 million allocated to
Transmission.

Actual spending, which may reflect realization of the undistributed reductions iIF¥216-17

rate periodreset the baseline used in future IPRs to this new lower level. Over time and as the
budget development culture changes, the amount of the undistributed reduction will likely
RSONBIFaS Fa 0KS o06dzRIASG tS@Sta o6S3aay G2 Y2NB
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Power Undistributed Reduction

A The PowelServices5 million reduction is baseoh 80% ofY 201linderspending fothe
Non-Generation Operations program.

A BPAdetermined that it could increase thendistributedreduction for Power Services b %
million to factorin historical underspendinépr the Corps of Engineers, Bureau of
ReclamationRenewablesand Energy Efficiengrograms

A FY 20163 underspendinganged from 23 millionto $34 millionper year with large annual
swings driven in part by orEme events.

FY 2010-14 Under Spending
($ in 000's)
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$25,000
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$20,000

Energy Efficiency®
$15,000 — M Renewables

$10,000 __ W Fed Hydro
$5,000

5

1
2010 2011 2012 2013 2014

* Excludes reimbursable EE because it is rate neutral
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Review of Spending levels in FY 2016

A1ld GKS NBIldzSaid 2F Odzad2YSNARI .t! Qa o
w IPR spending levels for Power Services and Agency Services with managers to determi
if there were known changes identified after the IPR closeout report was issued.

w Personnefelated underspending associated with the ramp up of position strength
Ala LINIO 2F .t! Qa a4LISYRAy3 §SOSt NBOIA
managers reassessed thending needs ofheir programdor FY201617.

w Analystsaassessed IP§pending levelso check for consistency witlnpdated actuals and
budget data.

w Managers were asked at a high level to review the financial commitment, scope,
resource constraints, and timing of expected waldetermine if there were any
material changes in assumptions since the IPR close out

w This yielded small increases and decreases to programs

A Thenet result was that known changes yielded minimal reductionsrtmrams.
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IPRspending levelprojectfull staffing.
Historic underrunsn personnel costavasfactored into undistributed reductions.
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PersonnelRelated Cost Analysis
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w FY 2011nderspendingvasused as the basis for the undistributestuction.

w FTE usage RY 2011vas 964
A Currentlow-end forecasts anticipatBPA position strengtto be 94% at the beginning of 2916and

96% at the beginning of 2017 Based on these forecasts, positisinengthis expected tdoe at levels
assumed in the undistributed reduction by the end of2BY6.

A Totalunderspending related tposition strengthequalsan annual average of $2.1 million not assumed in

the IPR undistributed reductions. The powevenue requirementvould receive $0.Tillion andthe
transmissiorrevenue requirementvould receive $1.4 million. This resultsapower rate decrease of
less than 0.% and d@ransmission rate decrease of less than 0.2%.

A Additional contract staffing (CFTE) and Bonneville employee (BFTE) overtime are currently being used tc

augment the workload of the vacant BFTE positions. CFTE and overtime usage is excluded from the abo

rate analysis.
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PersonnelRelated Costs Additional Considerations

A .t Qa rleyedlddiRalipbtantial overestimates of personnebsts had an immaterial rate
impact
A Additional risks:
w BPA has hired additional contract labor to augment staffing, and their pay rates may increase as
market rates go up.
w Some of the savings expected due to lower BFTE numbers may be partially offset with increased
overtime.
w BPA may increase BFTE staffing at a faster rate than anticipated.

A The following chart illustrates that CFTE more than offsets the decline in BFTE.

FTE Usage FY 2012-14

4,500

4,000

3,500

3,000 F
E 2,500 |
E 2,000

1,500
BFTE Usage

1,000 |

500 -

- .
2012 2013 2014
Fiscal Year

A In conclusion, analysis indicates that up to $2.1 million is available in additional undistributed
reductions. However, this reduction comes with the risks stated above.
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RATE CONTEXT AND UNCERTAINTY
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BR16 Rate Context

A To provide context tohe discussion abowtxpensing conservation, BPA took a
look at natural gas prices.

A Thepreliminary updatechatural gas price forecast decreased the EPHenry
Hub price by an average of $0.8MBtu due to:

w Lowcost natural gas production growth resulting from additional drilling efficiencies
and an influx of pipeline expansions has been stronger than expected.

w Demand for natural gas has not kept pace with supply growth.

w Storage inventory is currently rebounding to the fiear average level. With surplus
supply leading to strong storage injections during the injection season, storage
inventory will likely be strong going into the winter of 202616.

A The current view of BR6 Power rates is an estimated increase of about 0.5% (to
7.2%) due tdhis preliminary naturatas price forecast.

A As always, there could be additional changes before the final proposal.
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BR18 Rate Forecast

A Due to a customer request, BPA developed a rough estimate for tH8period. These
assumptions were developed without any consultation with our business partners (Bureau o
Reclamation, Corps of Engineers, and Energy Northwest).

A BPA developed a rough estimate for the BP’period assuming:
A Load and resource forecasts for the-B®period as estimated for the BF® Initial Proposal

Program expenses started with 2014 IPR forecasts, adjusted for inflation and curremaigegplans for
Columbia Generating Station, the Bureau of Reclamation, and Corps of Engineers.

A

A Capitadrelated costs assume full regional cooperation debt extension andreaferal financing of energy
efficiency investments.
A
A

Updated market price forecast consistent with the revised (lower) expected price for natural gas.
Net Secondary revenues and balancing purchases forecasts from thé BRial Proposal estimate for the
BR18 period.

A Generally speaking, upward rate pressure & percent from BA6 is attributable to:

A Expected increases in BPA progrexpenses aCGS, Bureau of Reclamation and Corps of Engireeets,
Fishand Wildlife increases associated with the Fish Accords without consultation with these partners.

A Known increases in Residential Exchange Program (REP) expemséstent with the 2012 REP Settlement
schedule of benefits.

A Highertransmissiorand ancillaryservices costs associated with SE Idaho load service.

A Reduced revenues associated with the expiration of half oltiéP 3Settlement obligation to PGE and
Puget.

i This will be partially offset by an increase in the Tier 1 System Firm Critical Output, which will increase
Tier 1 loads, and (all other things equal) lower the Tier 1 rate. This is not modeled.

Ve

A Significant uncertainty remains regarding a BPPrate forecast
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CAPITAL TO EXPENSE SCENARIOS
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